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Summary of Legislation: The bill expands the types of entities eligible to receive money from the Build
Indiana Fund (BIF) to include: (1) all political subdivisions, including townships; (2) volunteer fire
departments; (3) stateinstrumentalities; and (4) certain nonprofit organizations. The bill allows BIF money
to be used for any state or local capital project, the development or expansion of which: (1) serves a
governmental, recreational, cultural, community, health, charitable, scientific, public safety, literary, or
educational purpose; (2) fosters amateur sports competition; or (3) fosters prevention of cruelty to children.
The bill also allows BIF money to be used for the acquisition of machinery, equipment, or furnishings.

Thebill requiresall BIF recipientsto provide aproject statement and enter into afunding agreement before
receiving BIF money. It aso requires the Budget Agency to certify project statements and monitor
compliance with funding agreements. The bill eliminates the requirement that the Budget Agency establish
three separate accounts in BIF and appropriates money to the Budget Agency to administer BIF. The bill
legalizes past expenditures from BIF. The bill also providesfor transitional matters and makes conforming
changes. The bill repeals the Build Indiana Capital Projects Review Committee.

Effective Date: July 1, 2002.

Explanation of State Expenditures. Extension of Eligibility: This bill adds townships, volunteer fire
departments, private not-for-profit entities, and stateinstrumentalitiesto the current list of eligiblerecipients
of money fromthe Build IndianaFund (BIF).Thisessentially codifiesthe current practice of providing funds
to such entities. As aresult, this change is not expected to have an impact.

Expenditures from the BIF: Under current law, BIF money may be expended for state or local capital
projects. The bill would specify that such projects are managed or carried out by an eligible recipient of BIF
money. The bill also specifiesthat a capital project funded from the BIF is a project to which the General
Assembly has appropriated money from the BIF by project name, eligible recipient name, or other project
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description. Thehill a so specifiesitemsupon which money fromthe Build IndianaFund (BIF) may be spent,
including acquisition or improvement of machinery, equipment, furnishings, or facilities.

Capital ProjectsReview Committee: Thehbill al so repeal sthe statute establishing the Indiana Capital Projects
Review Committee. Sincethis Committeeisnot currently active, itseliminationwill not haveafiscal impact.

BIF Project Review and Funding Process. The bill eliminates the Indiana Capital Projects Review
Committee and the project review process established under current statute via this Committee. The bill
establishes a new application and review process for proposed state or local capital projects. The State
Budget Agency (SBA) is given explicit responsibility for receiving and reviewing project statements for
purposes of certifying to the State Budget Committee that the capital project and eligible recipient have
complied with all BIF requirements. Ultimately, the bill specifically requires that an expenditure of money
from the BIF for a state or local capital project must be certified by the SBA. As aresult, the bill would
increase the administrative responsibilities of the SBA relating to BIF projects above that which it hastaken
on previously. However, expenses incurred by the SBA relating to the performance of these taskswould be
reimbursed from the BIF, as the bill appropriates a sufficient amount each year to carry out these
responsibilities.

Under the review process, an eligible recipient must provide the SBA with a project statement on aform
prescribed by SBA. Thebill specifiestheinformation relating to the recipient and the reci pient’ s proj ect that
must be included on the project statement. The bill specifically requires that the SBA review each project
statement. If the SBA determinesthat (1) the project statement is complete, (2) the recipient qualifiesasan
eligible recipient, and (3) an appropriation appliesto the eligible recipient and project, it must certify to the
State Budget Committee that the recipient and project comply with BIF requirements. The bill would
maintain the existing requirement that state or local capital project expenditures may not be made until the
project isreviewed by the State Budget Committee and approved by the Governor upon the recommendation
of the SBA. The bill would add to this requirement transfers from the BIF to a revolving fund for capital
projects.

The bill allows money approved for an eligible recipient to be distributed as alump sumin the full amount
of the appropriation for the project or in a series of progress payments. In addition, the bill alows the
appropriation to be distributed in advance of the recipient’s project expenditures or as reimbursement for
project expensesincurred by the recipient. The bill requiresthat before distributing money from the BIF for
astateor local capital project, reasonabl e notice must be given to each member of the General Assembly who
representsthe areathat will benefit most from the project. The notice must entail: (1) a copy of the project
statement for the project; (2) the approximate date that the money will be distributed; and (3) the placewhere
the eligible recipient will receive the money. This provision will further increase the SBA’ s administrative
responsibility relatingtothe BIF. Any additional cost fromthe notification requirement would bereimbursed
out of the BIF.

BIF Funding Agreementsand Monitoring: Thebill requireseach eligiblerecipient that isapprovedtoreceive
funding from the BIF to enter into afunding agreement with the SBA as a condition of receiving the money.
The bill requires the SBA to monitor compliance with these funding agreements and permits the SBA to
require an entity to repay all funds distributed to it from the BIF if the entity fails to comply with any
conditions of the funding agreement. Asaresult, the bill would increase the administrative responsibilities
of the SBA in terms of monitoring projects above that which it has taken on previously. Again, expenses
incurred by the SBA relating to monitoring would be reimbursed from the BIF.
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Under the funding agreement, a recipient entity would have to perform all of the following tasks:

(1) Complete the project in conformity with the information in the project statement and any subsequent
agreements reviewed by the Budget Committee and approved by the Governor.

(2) Acknowledgethereceipt and deposit of money received fromthe BIF, including proof that thefunds have
been deposited in the financial institution specified in the application.

(3) Account for money received fromthe BIF in accordancewith Generally Accepted Accounting Principles,
the accounting gui delines established by the State Board of Accounts, or an alternative method of accounting
approved by the State Board of Accounts.

(4) Be subject to audit and reporting requirements of the State Board of Accounts for each year beginning
with the year in which money from the BIF is received and ending with the year in which the project is
completed. The entity must pay the costs of the audits.

(5) Appear and give testimony, upon request, to the Budget Committee concerning the project.
(6) Submit to the State Budget Agency verification once the project is complete.

(7) If aproject isnot completed by the anticipated completion date, submit to the SBA information asto the
reason the project is not complete and the revised completion date of the project.

(8) Pay reasonabl e attorney's fees and other reasonable expensesincurred to enforce the agreement, collect
reimbursement of project funds, or prosecute a violation of the agreement.

Existing BIF Project Appropriations: Thebill containsprovisionsrelating to existing BIF appropriationsthat
(1) identify a specific project, specific purpose, or aspecific recipient and (2) are not disbursed before July
1, 2002.

Appropriations Reviewed Before July 1, 2002: Under the bill, if such an appropriation is reviewed by the
State Budget Committee before July 1, 2002, and approved for expenditure by the Governor before, on, or
after July 1, 2002, the appropriation may be allotted and expended, regardless of whether, after June 30,
2002, the recipient would qualify as an eligible recipient or the project would qualify as a state or local
capital project under the bill. However, the bill requiresthe recipient to enter into afunding agreement with
the SBA as a condition of receiving the distribution.

Appropriations Not Reviewed Before July 1, 2002: Under the bill, if such an appropriation is not reviewed
by the State Budget Committee before July 1, 2002, the appropriation may be allotted and expended,
regardless of whether, after June 30, 2002, the recipient would qualify as an eligible recipient or the project
would qualify as a state or local capital project under the bill. However, the bill requires the recipient to
provideaproject statement and information required under thebill tothe SBA, and havethe proj ect reviewed
by the State Budget Committee and approved by the Governor under the bill. The bill also requires the
recipient to enter into afunding agreement with the SBA as a condition of receiving the distribution.

Thebill requireseither of the above-described typesof appropriationsto bedistributed to the entity identified
in the appropriation, if reasonably ascertainable from the appropriation language. Otherwise, the
appropriation must be distributed to the entity most directly responsible for carrying out the project.
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Explanation of State Revenues: Thebill eliminatesthe Lottery and Gaming Surplus Account and simply
requires surpluslottery revenue (after currently required transfersto the Teachers Retirement Fund and the
Pension Relief Fund) and surplus gaming revenue to be deposited in the BIF. The bill eliminates the State
and L ocal Capital ProjectsAccount and providesthat expenditureson stateand local capital projectsbemade
directly fromthe BIF after the currently required distribution of surpluslottery and gaming revenueto Motor
Vehicle Excise Tax replacement. Also, the bill eliminates the Job Creation and Economic Development
Account within the BIF.

Explanation of L ocal Expenditures: The new project application and review process and the requirement
for funding agreements may impose some additional administrative cost onlocal unitsreceiving money from
the BIF.

Explanation of L ocal Revenues:

State Agencies Affected: State Budget Agency, Build Indiana Capital Projects Review Committee, State
Budget Committee, State Board of Accounts.

L ocal Agencies Affected: Local unitsreceiving BIF funding.

| nfor mation Sour ces:
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